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INTRODUCTION 



Increasing attention is being paid to the problems of economic security 
as Americans become more keenly aware of the dependency of human beings upon each 
other. Changing social and political attitudes since the economic depression of 
the thirties, particularly since World War II, reflect the realization that the 
self-sufficiency of man is indeed limited. As a result, the greatest efforts 
toward providing economic security for both the retired and the productive worker 
have tended toward group action, on a voluntary as well as a governmental basis. 

The mounting evidence of group awareness and action includes the develop- 
ment of the following institutions; 

1. Private pension plans. 

2. The federal old-age, survivors, and disability insurance system. 

3. Federal old-age assistance. 

4. The railroad retirement system. 

5. Pension programs for federal, state, and local government workers. 

6. Pension programs for veterans and members of the military services. 
The general purpose of all of these efforts is to provide economic security for 
life for the retired person. 

The single concern of this thesis will be private pension plans. It 
should be pointed out, however, that private pension plans are usually only a 
part of a broader “employee benefit program" which may include benefits such as 
vacations and payments for sickness, hospitalization, death, or termination of 
employment. Pension plans can be provided by formal or informal arrangements. 
This thesis will be limited to recognized formal arrangements. Furthermore, 
profit-sharing plans and pensions for the self-employed will be excluded, except 
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for possible minor references. 

Existing private pension plans, whose benefits flow from the employment 
relationship and are not underwritten or paid for by any form of government, 
covered over 22.5 million workers at the end of 1961. Estimated total employer 
contributions to provide this coverage was more than $4.5 billion. All indica- 
tions are that there has been an increase in both coverage and total expenditures 
since the end of 1961. 

A basic understanding of an institution of this magnitude is considered 
essential to sound financial management. Thus, the logical question to be asked 
is: "What are private pensions?" The primary purpose of this thesis, therefore, 
is to explore the broad area of private pensions by answering the following sub- 
questions: 

1. What forces gave rise to the development of private pension programs? 

2. How did private pension plans develop? 

3. What are the basic features of present day pension plans? 

4. What are some of the significant problems currently facing management 
concerning private pensions? 

Although a good deal of attention is paid to how pension plans operate, 
the author has attempted to be more concerned with why based on the assumption 
that it would provide for a better understanding of private pensions. 

The first two chapters, essentially, are an assimilation of thoughts and 
information collected from some of the more noteworthy literature in the private 
pension field. The information presented in the remaining chapters is taken 
mostly from recent studies conducted by various agencies of the federal govern- 
ment and private enterprise. 

^"Alfred M. Skolnik, "Growth of Employee-Benefit plans, 1954-1961," Social 
Security Bulletin . Vol. 26, No. 4, (April, 1963), pp. 5-11. 
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CHAPTER I 






UNDERLYING FORCES 



The Shift to an Industrial Society 

Since the ultimate goal of the pension movement is economic security for 
life for the retired worker, it would seem that any meaningful discussion of the 
factors which underlie the private pension movement must begin with a definition 
of economic security. In a research paper prepared for the third American 
Assembly, Professor Herrell DeGraff has provided a useful definition of economic 
security as follows: 

. . . continuing and universal access by individuals and families to quanti- 
ties of goods and services required for at least an acceptable minimum 
standard of material well-being. This sort of definition has the following 
points to coramend it: (1) it goes directly to the core of the problem; 

(2) it covers the dynamic concept of what is an acceptable minimum standard 
of well-being; and, (3) it implicitly recognizes that productive and distri- 
butive economic functions must precede the end-point or our quest. 

During the early days of our country, before the development of our 
modern industrial system, the American family was a reasonably self-sufficient 
unit capable of providing its own "acceptable minimum standard of material well- 
being." Except for relatively small sums, cash was not as important as it is in 
our present market economy. The family performed its own farm work as well as 
those jobs which are performed by the service functionaries of today. Business 
life did not differ greatly from farm life in terms of family self-reliance. 

Most businesses were family owned and family operated. They employed relatively 
few workers. 

In this sort of economy the older person was able to make a continuing 
contribution to the family enterprise. As the country began to develop, business 

2 

Herrell DeGraff, The Impact of Price-Level Changes on Economic Security 
("Economic Security for Americans," final ed. New York: The American Assembly, 
1954), p. 79. 
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